
5 I .  1 .  	 EffectiveOctober I ,  1990,theVirginiaMedicaidProgramreimbursement system for nursing 
facilities is the Patient intensity Rating System. 

4 I .2 .  PatientIntensityRatingSystem (PIRS). 

A .  	 PIRS is apatient-basedreimbursementsystem which linksafacility's per diem rate to the 
level ofservices required by its patient mix.Thismethodologyusesclasses that group 
patients together based on similar functional characteristics and service needs. 

B. PIRS recognizesfourclassesofpatients: 

1 .  	 Class A - Routine I :  Patients are classified by theirfunctioningstatus. Routine I 
classification includes care for patients with a 0 to 6 Activity of Daily Living (ADL) 
impairment score. 

2. 	 Class B - Routine I I :  Patientsare classified by theirfunctioningstatus. Routine I I  
classification includes care for patients with moderate or greater ADL impairment. A 
moderate or greater ADL score rangesfrom 7 to 12. 

3 .  	 Class C - Heavy Care:Patientsare classified by theirhighimpairmentscore on 
functioning status and the need for specialized nursing care. These patients have an 
ADL impairment score of 9 or more and one or more of the following: 

0 Wound/lesionsrequiringdailycare; 
Nutritional deficiencies leading to specializedfeeding; 

0 Paralysis or paresis,andbenefitingfrom rehabilitation; or 
Quadriplegidparesis,bilateralherniplegidparesis,multiplesclerosis 

4. 	 SpecializedCare:Thisclassincludes patients who have needsthatare so intensive or 
non-traditional that they cannot be adequately captured by a patient intensity rating 
system, e.g., ventilator dependent or AIDS patients. Specialized Care reimbursement 
shallbedeterminedaccordingto themethodologysetforth in theNursingHome 
Payment System 4 17 ( 1  2 VAC 30-90-264). 

C. 	 Patients in eachclassrequiresimilarintensitiesofnursingandotherskilledservices.Across 
classes,however,serviceintensitiesarequitedifferent.Sincetreatmentcostdependson 
overall service need, the patient class system has a direct correlation to nursing and therapy 
costs. 
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$1.3. ServiceIntensityIndex (SII). 

A. 	 Thefunctionofaserviceintensityindex is toidentifytheresourceneedsofagivenfacility's 
patientmixrelative to theneeds in other nursing homes. Ifthe SI1 value equals 1.20, it 
indicates that the patient mix in that facility is 20 percent more resource-intensive than the 
patient mix in the average Virginia nursing facility. 

B. 	 The SI1 is used to adjustdirectpatientcarecostceilings and rates forapplication toindividual 
nursingfacilities.Indirectpatientcarecostceilingsandratesarenotadjustedsincethese 
costs are not influenced by patient service needs. 

C. To calculatetheserviceintensityindex: 

1 .  Developarelativeresource costsfor patientclasses. 

a.Averagedailynursingresource costs perdayforpatients in eachpatientclass 
were determined by using data obtained from (i) the Commonwealth's Long-
TermCareInformationSystem(LTCIS)identifyingestimatesofservice 
needs, (ii)data from a 1987 Marylandtimeandmotionstudytoderive 
nursingtimerequirementsforeachservice,and (iii) KPGM Peat Marwick 
SurveyofVirginiaLong-termCare NF's Nursing wagesto determinethe 
resource indexes for each patient class. 

b.Theaveragedailynursingcostsperdayforpatients (seea.above)were 
divided by a State averagedaily nursing resource cost to obtain a relative cost 
index. 

C. 	 Patientsweregrouped in threeclassesandtheaveragerelativecost by class is 
as follows: 

A0 Class - Routine I: .67 
0 Class B - RoutineII: 1.09 

C Care:0 Class - Heavy 1.64 

The cost for caring for a Class Apatient is on the average equal to 67% of the 
daily nursing costs for the average Virginia nursing facility patient. Class B 
and C patients are respectively 9% and 64% more costly to treat in terms of 
nursing resources than the average nursing facility patient. 
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2. 

Score 

3. 
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These resource cost values will remain the same until a new time and motion 
study conducted. 

Developanaveragerelativeresourcecost of allpatients in afacilityThe result is 
called a Facility Score. 

a.Thenumberofpatients in each class withinafacility is multiplied by the 
relative resource cost value of thatclass. 

b.Theseamountsaretotaledanddivided by thenumberofpatients in afacility. 
For example: 

Facility 1 

40 Class A patients x 
40 Class B patients x 
20 Class C patients x 
100 Patients 

Divided by number100.0of 
Facility 

The ScoreFacility forFacility 

.67 = 26.8 
1.09 = 43.6 
1.64 = 32.8 

103.2 

1 is 1.03. 

Finally,theserviceintensityindexforafacility is calculated by standardizingthe 
averageresourcecostmeasure,acrossnursingfacilities.Theresourcevalues up to 
this point are standardized or normalized across Virginia nursing facility patients but 
notacrossVirginianursingfacilities. To accomplishthisstep,the meanforthe 
relative resource measure across all Virginia facilities is determined and the facility­
specific value is divided by this mean. 

For example: If the State’s mean relative resource measure was .92 across all Virginia 
facilities,theServiceIntensityIndexforFacility 1 identifiedabovewould be 1.12, 
whichequals 1.03 divided by .92.The 1.12 valueindicatesthatthepatients in 
Facility 1 are 12% (1.12-1 .OO) percentmorecostlytotreat thanpatients in the 
average Virginia nursing facility. 
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4.  	 TheServiceIntensity Indexwill be calculatedquarterly.and is used toderivethe 
directpatientcarecostceilingandrate componentsofthefacility'spayment rate 
which will be adjusted semi-annually. A semi-annual SI1 is calculated by averaging 
appropriate quarterly SI1 values for the respective reporting period. 

9 1.4. Following is an illustration of how a NF's Service Intensity Index is used to adjust direct patient care 
prospective operating ceilings and the semi-annual rate adjustments to the prospective direct patient 
care operating cost base rate. 

A.Assumptions. 

1 .  

7 
A. 


3 .  

4. 

5. 

TheNF'sfiscalyearsareDecember 3 1 ,  1991 andDecember 3 1 ,  1992. 

Theaverageallowabledirect patientcare operating baserateforDecember 3 1, 1991 
is $25. 

Theallowance forinflation is 6% forthefiscal year endbeginningJanuary 1, 1992. 

TheNF'speergroupceilingforthefiscalyearendbeginningJanuary 1, 1992 is $30. 

TheNF'ssemi-annualnormalized SSIs are as follows: 

First SSISemi-Annual - .98 
1991 Semi-AnnualSecond SSI - .99 
1992Semi-AnnualFirst SSI - 1.oo 

B. CalculationofNF'sDirect Patient CareProspectiveCeiling. 

1 .  

7&. 
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PIRS adjustedceilingfortheperiodJanuary 1, 1992throughJune 30. 1992: 

FYE Peer Group1992 Ceiling $30.00 
Second1991Semi-annual SI1 L!?!? 

Ceiling Facility ZD 
PIRS adjustedceilingfortheperiod July 1, 1992throughDecember 

Peer GroupFYE 1992 Ceiling $30.00 
FirstSemi-annual SI1 rdsn 

Ceiling Facility $3o.00 

3 1,  1992: 
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C.  Calculation of NF's Prospective Direct Patient Care Operating Cost Rate. 

1 .  

Rate Base 

9 

I .  

3 .  

ProspectiveDirectPatientCareOperatingCostBaseRate: 

FYE 199 1 Average Allowable Direct Patient Care 
Operating 

ForInflation - FYE 1992 

CalculationFYE 1991 Average SII:of 

First Period SI1Semi-annual 
Second Period SI1Semi-annual 
Average 1991 SI1FYE 

Calculationof FYE 1992 SI1 RateAdjustments: 

a. RateadjustmentfortheperiodJanuary 

1991 Second Semi-annual SI1 
1991 Average SI1 (From C . 2 . )  
Calculation: .99 I .985 
Rate Adjustment Factor 
Prospective Direct Patient Care 

$25.00 
x 1.06 

$26.50 

.98 

.99 

.985 

1, 1992 throughJune 30, 1992: 

Operating Cost Base Rate (From C.1.) 
Calculation: $26.50 x 1.0051 
Prospective Direct Patient Care 

Operating Cost Rate 

b.Rateadjustmentfortheperiod July 1, 1992 throughDecember 

1999 First Semi-annual SI1 
1991 Average SI1 (From C.2 . )  
Calculation: 1.OO I .985 
Rate Adjustment Factor 
Prospective Direct Patient Care 
Operating Cost Base Rate (From C.1 .) 

Calculation: $26.50 x 1.0152 
Prospective Direct Patient Care 

Operating Cost Rate 

.99 

.985 

= 1.0051 

$26.50 

3 1, 1992: 

1	.ooo 
.985 

1.0152 

$26.50 

$26.90 
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II 	 111 this illustration the NF's PIRS Direct Patient CareOperating reimbursement Rate for Fl'E 
1992 would be as follows: 

1 .  	 For the periodJanuary 1, 1992throughJune 30, 1992 the reimbursement rate would 
be $26.64 since the rate is lower than the NF's PIRS adjusted ceiling of $29.70 (From 
B. I .). 

3
- .  	 For the periodJuly 1, 1992throughDecember 3 1, 1992 the reimbursement rate would 
be $26.90 since the rate is lower than the NF's PIRS adjusted ceiling of $30.00 (From 
B.2.). 

51.5  	 The methodology for applying the allowance for inflation to the NF'sbase"current"operating rate 
during the phase-inperiodasoutlined in $2.8 (12 VAC 30-90-40)oftheNursing Homepayment 
System is as follows: 

A. 	 In  the followingmethodology, 1st Q is definedasthefirstcalendarquarter,2nd Q as the 
second calendar quarter, 3rd Q is defined as the third calendar quarter, and 4th Q is defined as 
the fourth calendar quarter. 

B. 	 NF'swithfiscalyearsending in the 4th quarter of1990shallhave, in effect fromOctober 1, 
1990 through the end of the provider's 1990 fiscal year, as the base "current" operating rate, 
the rate calculated by DMAS to be effective September 30, 1990. 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 2nd Q of 1990 through the 4th Q of 1990 and 50% of the forecasted inflation from the 4th 
Q of 1990 through the 4th Q of 199 1 ,  to determine the prospective "current" operating rate for 
the provider's 1991 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 2nd Q of 1990 through the 4th Q of 1991 and 50% of the forecasted inflation from the 4th 
Q of 1991 through the 4th Q of 1992, to determine the prospective "current" operating rate 
from the beginning of the provider's subsequent fiscal year end to June30, 1992. 

C. 	 NF's withfiscalyearsending in the 1st Q of 1991shallhave, in effect from October 1, 1990 
through the end of the provider's 1991 fiscal year, as the base "current" operating rate, the rate 
calculated by DMAS to be effective September 30, 1990. 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 3rd Q of 1990 through the 1st Q of 1991 and 50% of the forecasted inflation from the 1st 

An-
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Q of 1991 through the 1st Q of i 992. to determine the prospectibe "current" operating rate f o r  
the provider's 1992 FI'. 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 3rd Q of 1990 through the 1 st Q of 1992 and 50% of the forecasted inflation from the I st 

Q of 1992 throughthe 1st Q of 1993, to determine theprospective "current" operating rate 
from the beginning of the provider's subsequent fiscal \'ear end to June 30. 1992. 

D. 	 NF's w i t h  fiscal yearsending i n  the 2nd Q of 1991 shallhave, in effect from October i .  1990 
through the end of the Provider's 1991 fiscal year, as the base "current" operating rate,the ra te 
calculated by DMAS to be effective September 30, 1990. 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 4th Q of 1990 through the 2nd Q of 1991 and 50% of the forecasted inflationfrom the 2nd 
Q of 1991 through the 2nd Q of 1992, to determine the prospective "current" operating rate 
for the provider's 1992 FY or unt i l  June 30, 1992 whichever is later. 

E. 	 NF's with fiscal yearsending in the 3rd Q of 1990shallhave asthe base "current" operating 
rate, the rate calculated by DMAS to be effective September 30, 1990. 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 1st Q of 1990 through the 3rd Q of 1990 and 50% of the forecasted inflation from the 3rd 
Q of 1990 through the 3nd Q of 1991, to determine the prospective "current" operating rate 
from October I ,  1990 to the end of the provider's 1991 FY. 

The base "current" operating rate shall be adjusted for 100% of the historical inflation from 
the 1st Q of 1990 through the 3rd Q of 1991 and 50% of the forecasted inflation from the 3rd 
Q of 1991 through the 3nd Q of 1992, to determine the prospective "current" operating rate 
from the beginning of theprovider's subsequent fiscal yearend to June 30, 1992. 

Definition of terms. 

ADL Activities of Daily Living. 

ADL Score 	 A score constructed by the Virginia Center on Aging of the Medical 
College of Virginia as a composite measure of patient function in six 
different ADL areas:bathing,dressing,transferring,ambulation, 
eating, and continency. A zero score indicates thata patient needs no 
staff assistance in an ADL area. A score of threeindicates the patient 
requires total assistance in anADLarea.TheADLscores range in 
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\,slue from 0 to 12. Low scores indicate fewer .ADL deficiencies 2 n d  

high score indicate more extensive deficits. 

DMAS 95 	 The multidimensional assessmentdocumentthat is completed b). 
eachnursingfacility at admission, and semi-annuallythereafter. 011 

all of its medicaid residents. The DMAS 95 assessment data is used 
to document patient characteristics and is entered into the LTCIS for 
PIRS. 

Facility Score An average resource cost measure of all patients i n  a facility 


LTCIS: DMAS' 

Long-Term 

Care Information System This system capturesdata used to identifyfunctionalandmedical 


characteristicsthat have majorimpacts on the level of nursing 
resource utilization. 

Nursing Facility (NF) 	 A Facility,other than an intermediate care facility for the mentally 
retarded,licensed by the Division ofLicensure and Certification, 
State Department of Health, and certified as meeting the participation 
regulations. 

Patient Intensity 
Rating System A patient-based (PIRS) reimbursement system which links a facility's 

per diem rate to the level of servicesrequired by its patient mix. 

Service Intensity Index (SII) 	 A mathematical index used to identify the resource needs of a given 
facility's patient mix relative to the needsin other nursing homes. 
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1996  Semi-Annual  
1996  

$20  

NO.  Effective  12-0  

NO.  

NCMI  
NCMI  

12 \’,-\C 30-90-3 I O .  normalized Case l l i x  Index (SCMI) 

The following isan illustration of how a specialized care provider‘s Normalized Case Mix Index (SCXlI) is 
used to adjust the prospective routine operating cost base rate and prospective operating ceiling. 

A.  Assumptions. 

I .  The NF‘s fiscal yearsareDecember 3 I ,  1996 and December 3 1.  1997 

3 The averageallowableroutinenursing labor and non-labor base rate for December 3 I ,  1996 is- .  
$205. 

3 .  Theaverageallowableindirectpatientcareoperating baserate for December3 1 ,  1996 is S90 

4. Theallowanceforinflation is 3% for the fiscalyear endbeginningJanuary 1, 1997. 

5 .  TheNF’sstatewideceiling for thefiscalyearendbeginning January 1, 1997 is $300 

6.TheNF’snormalized HCFA nursingwageindex is 1.0941 forthefiscalyear end beginning 
January I ,  1997. 

7.TheNF’ssemi-annualnormalizedNCMIsareasfollows: 

First 1.2000 
Second 1.2400Semi-Annual 
1997FirstSemi-Annual NCMI 1.2600 

B. Calculation of NF’sOperatingCeiling. 

1 .  Period January 1, 1997throughJune 30, 1997 

FYE 1997 Statewide ceiling $300 

Nursing Labor Component Percentage X 67.22% = 1.66 

Normalized Wage Index x 1.0941 

Adjusted Nursing Labor Ceiling Component = $220.64 

Nursing Non-Labor Ceiling Component + $ 11.49 

Adjusted Nursing Labor and Non-Labor Ceiling = $232.13 

FYE 1996 Second Semi-Annual NCMI 
Indirect Patient Care Ceiling Component 

Total Facility Operating Ceiling 

x 1.2400 = $287.84 
($300.00 
- 20 1.66 = $86.85 
- 11.49) 
$287.84 
+ $86.85 = $374.69 
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1-FI.F I W - statewide ceiling 

nursing Labor Component Persentage 

normalized wage Index 


adjusted Nursing Labor Ceiling Component 

nursing Non-Labor Ceiling Component 

adjusted nursing Labor and Non-Labor Ceiling 

F I ' E  1996 Second Semi-Annual NCh11 

Indirect Patient Care ceiling Component 


Costprospective Operating Base Rate I 


